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CONPIDENTIAL OTTAWA 02079 

DEPARTMENT PASS DOE POR EES GOLDMAN AND DOE/PERC FOR 
COMMISSIONER SMITH AND JOHN ADGER 

E.O. 11652: GDS 
TAGS: ENRG, CA 

SUBJECT: CAPITAL COST OP NORTHERN GAS PIPELINE 
REFS: A. STATE 74587, B. OTTAWA 1402 

1. AS DEPARTMENT AND DOE AWARE, GOC HAS CONCURRED IN 
EXCHANGE OF NOTES TO AMEND FILED CAPITAL COST SCHEDULES 
IN ANNEX III OP PIPELINE AGREEMENT AS OUTLINED REP B AND 
CONPIRMED REP A. HOWEVER, PROPOSED SIDE LETTER GIVEN 
REF B, AND SEVERAL VARIATIONS THEREOF, HAVE BEEN REJECTED 

BY OFPICE OP NORTHERN PIPELINE COMMISSIONER ALTER CONSULTING 
WITH DEPUTY PRIMIN MACEACHEN. MOST RECENT ATTEMPT BY 
EMBASSY APRIL 20 TO DEVELOP ACCEPTABLE PORMULATION (AS 
OUTLINED IN PLACKE TELECONS WITH PERC COMMISSIONER SMITH 
AND EB/ORF LAWRENCE RAICHT) ALSO PAILED WHEN REJECTED BY 
MACEACHEN. 

2. GOC POSITION IS THAT: 

-TEXTS POR EXCHANGE OP NOTES AS IN REF B REMAIN ACCEPTABLE; 
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-ANY U.S. LETTER OR PUBLIC STATEMENTS EXPRESSLY IDENTIFY- 
ING DOES 36 MILLION AS MONITORING CHARGES (AS IN DRAFT 
SIDE LETTER IN REP B), WOULD, IF QUESTIONS RAISED BY 
OPPOSITION IN CANADIAN PARLIAMENT, CAUSE GOC TO STATE ITS 
VIEW THAT THERE ARE NOW NO OFPICIAL ESTIMATES OF MONITORING 
CHARGES AND GOC DOES NOT CONCUR IN U.S. VIEW THAT DOES 36 
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MILLION REPRESENTS MONITORING CHARGES INCLUDED IN REVISED 
FILED CAPITAL COST. GOC OFFICIALS EXPLAIN THAT MONITORING 
CHARGE IS POLITICALLY SENSITIVE ISSUE BECAUSE OE RECORD 
GOC MADE IN PARLIAMENT IN DEFEATING OPPOSITION EFFORTS TO 
SET LIMIT FOR SUCH CHARGES AND BECAUSE OF VISABILITY OF 
ISSUE DUE TO NEWLY ENACTED PIPELINE LEGISLATION IMPOSING 
ALL MONITORING CHARGES (WITHOUT LIMIT) ON PIPELINE 
COMPANIES. (FYI. PRESS IS BEGINNING TO GIVE ATTENTION 
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TO CONTINUING LACK OF AGREEMENT ON CAPITAL COST FOR 56 
INCH PIPE. END FYI); 

-GOC RECOGNIZES THAT DRAFT NOTE AMENDING CAPITAL COST 
ESTIMATE ACCORDS U.S. SUBSTANCE OF ITS POSITION BY 
INCORPORATING MONITORING CHARGES INTO FILECCAPITAL 
COST, BUT DOES SO IN WAY WHICH AVOIDS ANY SPECIFIC FIGURE; 

-GOC ALSO ACKNOWLEDGES THAT SECTION 1 1 A) OF PIPELINE 
AGREEMENT CONFERS RIGHT ON EITHER PARTY TO REQUIRE CONSUL- 
TATION ABOUT AMOUNT OF, AND BASIS FOR, MONITORING AND OTHER 
PUBLIC CHARGES; 

-GOC WOULD NOT OBIECT TO BUILDING UP, OVER TIME THROUGH 
CONSULTATIVE PROCESS, RECORD OF U.S. POSITION BUT IT IS 
UNWILLING TO ACCEPT THAT POSITION PUBLICLY AT THIS TIME. 
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3. EMBASSY CONCLUDES THAT FURTHER EFFORTS TO DEVELOP 
LANGUAGE IDENTIFYING DOES 36 MILLION WITH MONITORING 
CHARGES WILL BE UNPRODUCTIVE AND REQUESTS FURTHER 
INSTRUCTIONS. ENDERS 
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